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forced liquidation action will be initi-
ated as provided in paragraph (d)(1)(d)
of this section.

(iii) When forced liquidation would be
initiated, except that the loan is being
handled in accordance with paragraph
(A)Q)H)(A) or (A)(Q)(HA)(B) of this section,
continuation with the loan on existing
terms may be provided.

(iv) If the debt is not otherwise re-
solved, Rural Development will take
appropriate debt collection actions in
accordance with 7 CFR Part 3, subparts
B and C, and the Federal Claims Col-
lection Standards at 31 CFR Chapter
IX, Parts 900-904.

(2) Grantee, inactive borrower, or active
borrower with unsecured loan (such as
collection-only, or wunsatisfied balance
after liquidation). Rural Development
may pursue all reasonable legal rem-
edies.

§1951.710 [Reserved]

§1951.711 Servicing options in lieu of
liquidation or legal action to col-
lect.

When the conditions outlined in
§1951.709(b) are met, the servicing op-
tions outlined in this section will be
considered.

(a) Continuation on modified terms.
When the recipient has the legal and fi-
nancial capabilities, the case will be
serviced according to one of the fol-
lowing, as appropriate.

(1) Unauthoriced loan. A loan for the
unauthorized amount determined ac-
cording to §1951.707(a) will remain ac-
celerated per the demand letter sent in
accordance with §1951.708 unless modi-
fied terms are timely reached with the
recipient and accrued at the interest
rate specified in the outstanding debt
instrument or at the present market
interest rate, whichever is greater, for
the respective Community and Busi-
ness program area. The loan will be
amortized per a repayment schedule
satisfactory to Rural Development, but
in no event may the revised repayment
schedule exceed a period of fifteen (15)
years, the remaining term of the origi-
nal loan, or the remaining useful life of
the facility, whichever is shorter.

(2) Unauthorized grant. The unauthor-
ized grant amount determined accord-
ing to §1951.707(b) will be converted to
an account receivable, with interest
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payable at the market interest rate for
the respective Community Facilities or
Business and Industry Program area in
effect on the date the financial assist-
ance was provided. In all cases, the re-
ceivable will be amortized per a repay-
ment schedule satisfactory to Rural
Development, but in no event may the
amortization period exceed fifteen (15)
years. The recipient will be required to
execute a debt instrument to evidence
this receivable, and the best security
position available to adequately pro-
tect Rural Development’s interest dur-
ing the repayment period will be taken
as security.

(3) Unauthorized subsidy benefits re-
ceived. When the recipient was eligible
for the loan but should have been
charged a higher interest rate than
that in the debt instrument, which re-
sulted in the receipt of unauthorized
subsidy benefits, the case will be han-
dled as follows:

(i) The recipient will be given the op-
tion to submit a written request that
the interest rate be corrected to the
lower of the rate for which they were
eligible that was in effect at the date of
loan approval or loan closing.

(ii) Any accrued unauthorized sub-
sidy will be handled in accordance with
§1951.709.

(b) Continuation on existing terms.
When the recipient does not have the
legal and/or financial capabilities for
the options outlined in paragraph
(a)(1), (a)(2), or (a)(3) of this section,
the recipient may be allowed to con-
tinue to meet the loan obligations out-
lined in the existing loan instruments.
Rural Development will not continue
with unauthorized grants on existing
terms.

§§1951.712-1951.716 [Reserved]
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The Administrator may, in indi-
vidual cases, make an exception to any
requirement or provision of this sub-
part, provided that any such exception
is not inconsistent with any applicable
law or opinion of the Comptroller Gen-
eral, and provided further, the Admin-
istrator determines that the applica-
tion of the requirement or provision
would adversely affect the Govern-
ment’s interest.

Exception authority.



